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The Unified Development of the Tennessee Valley 


On June 22, 1935, we published an issue of this SERVICE 
on the nature, purposes and plans of the Tennessee Valley 
Authority. Since that time there has been a marked de- 
velopment of its program, but only within recent weeks 
has it secured full freedom to develop these plans. This 
came about when the Supreme Court of the United States 
decided on January 30 that the group of utility companies 
challenging the TVA had no “standing to maintain suit.” 

During this time, too, there has been great public inter- 
est in the enterprise, and fundamental issues such as the 
following, concerning the public welfare, have been raised: 


Should the federal government take initiative in an ex- 
tensive project of regional planning? 

What are the respective roles of the states and of volun- 
tary enterprise in unified regional planning? 

Should the federal government go into the power busi- 
ness in connection with this regional development, in com- 
petition with existing private utilities? 

Should the federal government limit the area for the 
development of a public power business? 

Will the hydroelectric production of power in the Ten- 
nessee Valley provide a “yardstick” that will become a 
reasonably reliable measure of what consumers generally 
should pay for power? 

The question of the relative spheres of public and pri- 
vate initiative is much to the fore in the public discussions 
in the United States, and TVA experience is relevant to 
these considerations. The manuscript that follows, inter- 
preting the various aspects of the program provides ma- 
terial for an understanding of the issues involved. 

What is the chief purpose of the TVA? This is a ques- 
tion that is frequently asked and it cannot be briefly an- 
swered. The TVA Act of 1933 and the amendments 
thereto gave to the governmental corporation created by it 
a variety of powers. Mr. Justice Roberts, delivering the 
opinion of the Supreme Court on January 30, stated: 
“The Tennessee Valley Authority Act erects a corpora- 
tion, an instrumentality of the United States, to develop 
by a series of dams on the Tennessee River and its tribu- 
taries a system of navigation and flood control and to sell 
the power created by the dams.” This definition singled 
out three functions—navigation, flood control, power. 

As the program has developed it has become evident 
that these three are interrelated, and that they are related 
to still other functions such as land conservation, refores- 
tation, development of recreation, transfer of population, 
experimental production of fertilizer. 


Still another aspect is important to remember. When 
a government corporation erects dams it is immediately 
confronted with the problem of the accumulation of silt 
which has a tendency to interfere with efficiency of opera- 
tion. If damaging accumulations of silt are to be avoided 
changes must be made in the practices of tens of thousands 
of farms in the area. The TVA has no funds to do that 
task directly. Therefore it engages in cooperation with a 
great variety of agencies and many farmers in the locality 
in order to encourage the planting of trees and grass to. 
hold back the soil. 


Interesting questions have arisen over the alleged 
conflicts between purposes. If the purpose of the dams is 
primarily flood control, it has been contended, then the 
Tennessee River would need dams that would be kept 
relatively empty at most seasons so that large quantities 
of water could be held back in time of flood. If the main 
purpose is power production, then the primary need is for 
dams containing a generous supply of water in order to 
keep the generating facilities going steadily. The conflict 
between these two purposes had to be faced very early in 
the history of the TVA by its engineers. The directors 
of the Authority believe they have reconciled these two 
purposes by erecting relatively high dams and thus being 
able to combine flood control and power production and 
also eventually to provide a navigable channel in the river. 


The TVA program thus represents “an integrated ap- 
proach” to a “series of interrelated problems.” Only by 
recognition that this is the case can its program be under- 
stood. In this connection a reference to the historic be- 
ginnings of the program is in order. In 1828 Congress 
authorized the State of Alabama to build a lock canal 
around Muscle Shoals, now the site of Wilson dam. Con- 
gress has made appropriations for the improvement of the 
River channel since 1852 and in succeeding years author- 
ized 18 projects for improving various parts of the river. 
Prior to June 30, 1934, there had been expended over 
$25,000,000 in federal money for the purpose of improv- 
ing navigation. It is reported that Theodore Roosevelt 
was once interested in a comprehensive program for the 
development of the Tennessee Valley from the point of 
view of national defense, also mentioned as one of the 
purposes of the TVA by Congress in 1933. During the 
World War the Muscle Shoals dam was erected in order 
to supply power for extracting nitrogen from the atmos- 
phere for the nation’s war needs. Congress, in the Act of 
1933, directed the Authority to encourage the development 
of low cost fertilizer. 
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ProcREss IN CONSTRUCTION 


The completed program will comprise 11 dams estimated 
to cost eventually around $500,000,000. Three of these 
have been constructed—the Norris, on the Clinch River, 
the Wheeler and the Pickwick Landing, on the Tennessee. 
The Wilson dam near Muscle Shoals was taken over. 
Four are under construction at Chickamauga, Guntersville, 
Gilbertsville and Hiwassee. All are to be equipped to 
produce power. 

In the five fiscal years ending June 30, 1938, congres- 
sional appropriations totalled $191,000,000. There was 
appropriated to the Authority $40,000,000 for the fiscal 
year 1939 and President Roosevelt in his budget message 
recommended a similar sum for the fiscal year 1940. The 
balance sheet of the TVA on June 30, 1938, listed total 
assets of $213,000,000. This included the value of prop- 
erty taken over from other governmental agencies, such as 
Muscle Shoals. 

Commenting on the construction program of the TVA, 
the New York Times, in an editorial on April 18, 1938, 
made the following statement: “The American genius is 
much the same, whether its pay check is governmental or 
private. When it has a chance to build it builds well.” 


Water ContRoL AND NAVIGATION 

The dams erected have already demonstrated their use- 
fulness in flood control and as more are built this objec- 
tive can be more fully attained. The reservoir back of 
Norris Dam on the Clinch River near Knoxville has a 
large storage capacity, which controls a portion of the 
watershed above Chattanooga, a city frequently damaged 
by floods. Records indicate that every three to five years 
the city has suffered from floods. It has been estimated 
that the annual damage to the entire valley is about 
$1,750,000. It is not claimed that Chattanooga is as yet 
fully protected by Norris Dam, but that the level of the 
water at Chattanooga can be considerably reduced by the 
operations of Norris Dam, and the Hiwassee Dam will 
provide further protection. 

In 1937, at the time of serious floods in the Ohio River 
Valley, the water level at Cairo, Ill., where the Ohio flows 
into the Mississippi, was above the critical stage of 58 feet 
for about 15 days. During this time the Norris, Wheeler 
and Wilson reservoirs were operated as a unit in order to 
control the flow of the Tennessee into the Ohio at Padu- 
cah, Ky. It is believed by the TVA engineers that this 
measure of control of the Tennessee reduced the maxi- 
mum water level at Cairo by six inches and prevented 
widespread damage. 

Eventually the TVA is to provide a nine-foot channel 
for navigation from Knoxville to the mouth of the Ten- 
nessee River, a distance of 648 miles. Widespread bene- 
fits are predicted from relatively low cost river transporta- 
tion for the area. The proposed system, if linked with 
other improvements to be made on the upper Mississippi 
and Missouri Rivers, would provide inland waterways 
having a nine-foot channel to the extent of 5,700 miles. 
In addition there would be about 3,200 miles of four to 
six feet channel. It is believed that this water transporta- 
tion will be used for traffic in petroleum, grain, forest 
products, steel, coal and coke. It is also hoped that cer- 
tain experiments under way will have the practical result 
of permitting the shipment of frozen fruits out of the area 
to urban markets in the Middlewest. 


Utirizinc Water Power 


Electric power production is one of the chief objectives 
of the TVA. The Authority has been producing and dis- 


. tributing power to industries, municipalities and coopera- 


tives. At the close of the fiscal year 1938 there were 


- 42,188 domestic, commercial and industrial consumers, 


an increase of 38 per cent over the previous year. These 
customers received services from 21 municipalities, 19 co- 
operative associations and from the Authority directly. 
The number of domestic customers, excluding those on 
government properties, increased more than 30 per cent 
from the previous year and totalled 34,200. 

The TVA has encouraged the purchase of electric ap- 
pliances. Its engineers have had an inventive bent to help 
develop low cost devices. Encouragement has been given 
to farmers’ electric cooperatives. An example of farmers’ 
cooperatives served by the TVA is the Northern Georgia 
Membership Corporation, which has over 1,800 members 
out of 3,000 families living in an area having 400 miles of 
distribution lines in seven counties. The TVA develop- 
ment has greatly stimulated electric consumption by the 
farm people of the area. 

Consumers of TVA power pay rates considerably lower 
than those for the nation as a whole and the average cus- 
tomer consumes considerably more than is the case 
throughout the country. On these points the 1938 report 
of the directors of the TVA contains the following signifi- 
cant paragraphs: 

“Customers used an average of 1,270 kilowatt-hours 
each during the fiscal year, an increase of nine per cent 
from the 1937 average and 58 per cent above the national 
average of 802 kilowatt-hours reported by the Edison 
Electric Institute for the calendar year 1937. Because of 
the rapid addition of new customers, starting with a low 
use of electricity, this average does not represent the full 
effect of the low rate, mass consumption policy and may 
be expected to increase. ... 

“The average rate paid by domestic consumers of the 
municipalities and cooperative associations was 1.99 cents 
per kilowatt-hour, including special amortization charges 
where applicable, compared to the national average of 4.40 
cents per kilowatt-hour.” 

The officers of the TVA have recently reported that 
only about 40 per cent of its production capacity for elec- 
tricity was being utilized, but the volume has been in- 
creasing. When all dams are completed power production 
can be rapidly expanded. It is estimated that the total 
possible capacity would be about one-half the existing ca- 
pacity of the combined existing electric plants in the seven 
states of the Tennessee Valley area, and equal to about 
four per cent of the power production of the nation. 

TVA power production, up to the end of the fiscal year 
1938, was “in the red.” The report indicated a deficit of 
$1,155,000. The TVA has been charging 52 per cent of 
its cost against electric power, distributing the rest among 
flood control, navigation, conservation and other functions. 
However, sales of power have been rapidly increasing. In 
the first five months of the fiscal year 1939, revenues were 
$2,110,400, or almost as much as the figure of $2,305,977 
realized from the sale of power for the entire fiscal year 
1938. A net income for the fiscal year 1939 of about 
$300,000 is estimated. Total revenues for the fiscal year 
1939 are estimated at about $5,000,000 and at $6,500,000 
for the fiscal year 1940. 

The TVA in cooperation with municipalities in the state 
of Tennessee has purchased or arranged to purchase most 
of the facilities of private utilities in the state. Thus, 
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within the next few years the prospect is that the state of 
Tennessee will have mainly a public power system. The 
relative merits of public and private ownership were dis- 
cussed fully in INFoRMATION SERvicE for February 25, 
1939, and will not be dealt with here. 

Certain aspects of the TVA power production should, 
however, be discussed. One of these has to do with the 
use of the term “yardstick.” Many of the supporters of 
the TVA program hope it will provide a “yardstick” 
which will enable the public to know what electric power 
should cost. These persons also usually express the hope 
that the rates the TVA eventually works out will be fairly 
universally applied throughout the United States. The 
term “yardstick,” like so many other words, has various 
meanings. The cooperatives of Sweden refer to them- 
selves as yardsticks when they mean their operations are 
sufficiently large to influence the price levels of private 
industry. 

The TVA rates have been the center of extensive con- 
troversy. Much of the criticism centers around the allo- 
cation of the costs. Authorities friendly to the private 
utilities have put forward arguments such as the follow- 
ing: That more than 52 per cent of the cost of the total 
program should be allocated to power production ; that the 
TVA is disguising costs by shifting them to the other 
functions such as conservation, flood control, etc.; that 
the TVA and the cooperating municipalities and coopera- 
tives are not paying taxes comparable to those of private 
utilities. 

Over against these contentions may be put the testimony 
of Leland Olds, executive secretary of the New York 
Power Authority, who states that the TVA rates are pro- 
viding an incentive and stimulus to private utilities, and 
they will not necessarily be destructive of the private utili- 
ties. Mr. Olds contends that under regulation of utilities 
as practiced in the various states there has been little in- 
centive to economy and management of operation. He be- 
lieves that the Authority’s fixed charges are on a par with 
those of private utility concerns and in some instances are 
even higher. He even ventures the opinion that the time 
may come when the TVA yardstick will be considered too 
high rather than a “daring experiment.” 

On the tax question the latest annual report of the di- 
rectors of the TVA makes the following pronouncement : 
“The objective of distribution of TVA power by munici- 
pal and cooperative wholesale customers of TVA is elec- 
tric service at low rates rather than profit. Electricity 
users pay for energy at rates designed to cover all the 
costs of service, including interest, adequate depreciation 
reserves, and a reasonable return on municipal invest- 
ments in the systems. The electric system also contributes 
to the cost of local government in the same manner as if 
the city were served by privately owned public utilities. 
Municipal systems pay tax equivalents, computed by ap- 
plying the city, county, and state tax rates to the value of 
their electric properties, into the municipal treasuries. The 
cooperatives pay whatever taxes may be assessed against 
them by the laws of the states in which they operate. 

“If the electric systems produce revenues sufficient to 
cover all the costs of service as outlined above, the opera- 
tions can be counted successful. Actually, the majority 
of systems have done much better than cover only these 
costs. They have accumulated, above all other claims, 
surpluses and reserves which represent earned equities of 
the customers in the systems and which are used to bene- 
fit them in several ways—expansion and improvement of 
the systems, retirement of debt and rate reductions.” 


Saturday, April 1, 1939 


The directors also presented data in regard to the finan- 
cial experiences of the 30 municipal and cooperative 
agencies distributing TVA power for a year or longer. 
Of these, 21 had already shown net incomes on their opera- 
tions. The best showings were made by the 16 municipal 
systems cooperating with the TVA. With one exception 
these municipal systems have built up net incomes. The 
directors state that the experience of the cooperative asso- 
ciations has been less favorable mainly because of the diffi- 
culty of supplying service to widely scattered customers 
in rural areas. This is a problem faced by all utilities 
whether publicly or privately owned. Yet the directors 
stated that four of the 14 cooperatives were strong in 
every way and had accumulated substantial incomes. The 
directors also reported that 40 per cent of the consumers 
of the Authority’s power were farmers. 

What will eventually happen in regard to the matter of 
tax revenue cannot be predicted at this time. There has 
been published a report of the Tennessee Taxpayers’ As- 
sociation expressing the opinion that in the future the 
municipalities and other political subdivisions will lose tax 
revenue if, as expected, the state of Tennessee will be 
largely supplied by publicly produced power. 


“PHOSPHORUS—THE Key ELEMENT” 


Many members of the TVA staff refer to phosphorus 
as one of the unifying elements in this diversified program. 
It is not easy to make clear the full meaning and implica- 
tion of these remarks. TVA is experimenting in develop- 
ing new methods for the extracting of phosphates to be 
used as fertilizer from the generous supply of phosphate 
rock found in the area. It has been using a portion of 
the old war time plant at Muscle Shoals for this purpose. 
The original idea had been to develop cheap fertilizer by 
producing nitrates but the directors of the TVA learned 
as a result of their early conferences with the agricultural 
college leaders in the seven states of the area that it was 
phosphorus rather than nitrogen that they most needed. 

The TVA engineers record remarkable progress in new 
methods of extracting highly concentrated phosphate fer- 
tilizer. The TVA does not sell this fertilizer. It is made 
available to cooperating soil conservation clubs made up 
of farmers in the area. Recent figures indicated that more 
than 20,000 farmers were members of these clubs. A co- 
operating farmer will receive this fertilizer from the TVA 
if he will agree to make certain expenditures and to carry 
on a planned program of soil building and conservation. 
Every cooperating farmer must spend, on his own initia- 
tive, much more than the value of the phosphates he re- 
ceives from the TVA. He must follow expert advice on 
such matters as terracing, ditching, reforestation, etc. 

Thus it is in a roundabout way that the function of 
phosphorus is important: Water is to be controlled, there- 
fore dams are built. To preserve the efficiency of dams 
the soil of surrounding lands must be conserved and ero- 
sion prevented. Phosphorus is supplied to the farmers 
in order to enable them to improve their soil building 
practices. Thus there is achieved the major objective, “to 
keep the water in the rivers and the soil on the land.” 


Tue TVA As Epbucator 


Recently the bulletin of the Bureau of School Service 
of the University of Kentucky contained a thorough de- 
scription of the educational and training program of the 
TVA. The document was edited by Maurice F. Seay of 
the School of Education, University of Kentucky, formerly 
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a member of the staff of the TVA. Early in its history 
the TVA directors called together the agricultural experts 
in the surrounding states. During the first five years of 
its program the Authority made available to Land Grant 
Colleges in 11 states the sum of $1,700,000 to enable them 
to carry on fertilizer and soil demonstration programs and 
to carry on their experiments. In addition the Authority 
spent $880,000 on experiments in creating new agricul- 
tural industries aimed at increasing the cash incomes of 
farmers in the area. 

The TVA carries on an extensive training program for 
its own employes. It has a library system providing both 
technical and other books for its employes. This library 
system is linked with the general training and adult educa- 
tion program. Much of the vocational training has been 
in the crafts that are needed for construction work. A 
TVA construction camp, however, differs considerably 
from the one ordinarily found in isolated areas. A com- 
plete community is established. A center for recreation 
is provided, temporary homes are built, employes are en- 
couraged to bring their families. Thus, women and chil- 
dren live in the TVA construction community as they do 
in other normal communities. In these temporary com- 
munities schools for children have been provided. Edu- 
cators interested have described these as excellent schools, 
well-staffed and equipped. 


RECREATION 


Overshadowed by other functions have been a series of 
very valuable services rendered by the TVA. One of 
the most significant of these is recreation. The erection 
of large dams results in the creation of new extensive 
lakes. These lakes have drawn many visitors. For ex- 
ample, more than a million people a year have visited Nor- 
ris Dam, 24 miles north of Knoxville and tens of thou- 
sands have visited the other projects. The boat docks at 
Norris Dam already accommodate hundreds of motor 
boats. The TVA has started demonstration parks near 
the inland lakes which are being created. The Authority 
serves as the planner of these parks. In addition, much 
new recreation business has been developed by private 
business in the area. The park along the shore of Norris 
Lake, for example, has facilities for horseback riding, boat- 
ing, fishing, picnicking, hiking and swimming. Twenty 
vacation cabins have been erected which are to be rented. 
The park also has a public lodge where meals are served. 
There is an open air theatre. There is also a “trailer 
reservation.” This park is only a small part of the work 
of the Department of Regional Planning in fostering recre- 
ational developments in the area. It has also drawn up 
plans for municipalities interested in developing their own 
recreation facilities and programs. 


Discussion oF TVA Poticy 


In setting up the TVA, Congress created a business 
which at its best is “of the people, by the people, for the 
people.” Since the business is public it naturally follows 
that there will be a public interest in its success, difficul- 
ties and failures. Democracy implies both organization 
and a certain ferment in regard to objectives and methods 
of their attainment. 

No one is in position to say a final word in regard to 
the controversies that developed among the original three 
directors of the TVA. Differences of opinion arise among 
the directors of every enterprise. One needs only to think 


of boards of trustees of universities, of churches, of social 
agencies or of boards of directors of private industries, 
The observation was once made that throughout the long 
history of England cabinets have split up fairly frequently 
because of differences that developed among members, 
which were not discussed or which could not be discussed. 
In the case of the TVA controversy it would at least ap- 
pear that by now the differences have been fairly fully 
discussed. It would also appear that the present direc- 
torate consisting of Dr. H. A. Morgan, Mr. David E. 
Lilienthal and former Senator James P. Pope of Idaho 
have been functioning in such a way as to promote the 
efficiency of the total enterprise. 


How far will the TVA be extended? This is a ques- 
tion that has been asked by many investors in private 
utility companies. The recent arrangements of the TVA 
with the Commonwealth and Southern Corporation for 
disposal of the properties of the Tennessee Electric Power 
Corporation were concluded at prices that even pleased 
Wall Street. The TVA has followed the policy of en- 
couraging the purchasing of existing facilities at fair com- 
pensation. Nobody knows how far the public develop- 
ment of power by the TVA or other agencies will be car- 
ried on. Future congresses must supply that answer as 
expressions of the public opinion of the nation. The di- 
rectors of the TVA have pointed out that it would be 
very difficult to erect a fixed wall around the area. The 
limits must necessarily be flexible. 


It thus appears that in the state of Tennessee and in 
some surrounding areas the power business will be public. 
The experience of this public business will continue to be 
exposed to public view and to public discussion. As the 
results of the enterprise become better known other sec- 
tions of the nation will be able to decide whether they 
wish to use the TVA methods or not. 
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The Fourteenth Seminar in Mexico 


The Committee on Cultural Relations with Latin 
America, 289 Fourth Avenue, New York, N. Y., an- 
nounces the program of the fourteenth seminar in Mexico 
to be held July 7 to 27, 1939. The central theme will be 
“The Future of Pan-Americanism.” Sessions will be 
held in Cuernavaca, Puebla and Mexico City. Further 
details, including rates, may be secured on application to 
Hubert Herring, executive director of the Committee. 
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